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COMMERCE, DEPARTMENT OF
The deadline for the return of the 1977 Economic Censuses questionnaires was 2/15/78,
and the Census Bureau is urging those recipients who have not responded to do so
immediately. The 1977 census was the first to include a request for information
from accountants, and the resultant statistical picture of the profession
could be very useful to practitioners and firms in long-range planning for
business development. Questionnaire recipients are reminded that they are re
quired by law to submit a response to the Census Bureau.
FEDERAL HOME LOAN BANK BOARD
A bulletin providing guidance on audits by internal auditors to those savings and
loan institutions whose accounts are insured by the Federal Savings and Loan
Insurance Corporation was published in the 3/1/78 Fed. Reg., pp. 8295-97. The
bulletin supersedes a predecessor bulletin and contains information on the annual
audit requirement. In addition, it covers such items as applicable auditing
standards, the audit period, the audit date, the scope of the audit, filing of
annual audit reports, and change of internal auditors.
FEDERAL TRADE COMMISSION
The pre-merger regulations which require prenotifications to the FTC and the
Antitrust Division of the Justice Department in the case of certain specified
mergers have been sent to the GAO for final review prior to implementation.
The Commission has estimated that 1000 reports will be required with an approxi
mate time of completion of 50 man-hours per response.
The stated purpose of the pre-merger program is to provide the FTC and
DOJ "with a meaningful opportunity to study the possible antitrust consequences
of significant mergers, acquisitions and certain similar transactions prior to
consummation".
The 1976 law requires every person with at least $10 million in annual net
sales or total assets that proposes to acquire, or whose assets or voting securi
ties will be acquired, in the amounts of at least $15 million or 15 per cent
(provided that either party has sales and assets exceeding $100 million) may be
subject to the notification and waiting requirements.
Comments are being requested on all aspects of the reporting requirements
including burden estimates in terms of cost, man-hours, or both. Comments are
required prior to 3/17/78, and copies of the proposed forms may be obtained by
calling Patsy L. Stuart at 202/275-3532.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Hospital cost-control legislation (HR 6575) passed the House Ways and Means Subcom
mittee on Health last week by a vote of 7-6. The bill was sponsored by
Subcommittee Chairman Dan Rostenkowski (D-Ill) and Rep. Paul Rogers (D-Fla).
As approved by the Subcommittee, the legislation would allow a trial period
for a program of voluntary cost-control by hospitals and impose mandatory con
trols only in the event that the hospital industry fails to meet its own costcontainment goals. The hospital industry has proposed to reduce its revenue by
two percentage points in 1978 and another two points in 1979. If they fail, the
mandatory controls would then go into effect, forcing hospital revenues down by
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approximately 3.5% the first year and another 2.5% the following year. The
bill will now go the the full Ways and Means Committee for consideration, but no
action has yet been scheduled.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Proposed rules governing the operations of the Federal National Mortgage Association
were published in the 2/24/78 Fed. Re g ., pp. 7659-69. The proposals would re
quire the FNMA to make certain reports on a regular basis, provide for certain
examinations and audits, impose certain standards upon FNMA’s mortgage market
transactions, and make minor technical changes to the existing book-entry regula
tions.
INTERSTATE COMMERCE COMMISSION
Comments are being solicited on the restatement of the National Subsidiary stand
ards to conform with the Commission’s new Uniform System of Accounts for
Railroad Companies (see 2 / 2 4 / 7 8 Fed. Reg., pp. 7623-37). Comments are also
requested on whether the formulas for apportioning costs may be redefined in
light of the new uniform system. All comments are due by 3/15/78.
Final rules revising the rules governing the separation of common operating ex
penses between freight and passenger service for railroads have been adopted
(see 2/24/78 Fed. Reg., pp. 7637-47). The rules revise the current separation
rules to conform with the revised Uniform System of Accounts operating expense
structure.
JUSTICE, DEPARTMENT OF
Legislation to strengthen and facilitate the implementation of antitrust and procompetitive policies by Federal agencies was introduced last week by Sen.
Kennedy (D-Mass). Sen. Kennedy, who is Chairman of the Senate Judiciary
Subcommittee on Antitrust and Monopoly, stated that the purpose of the bill
(S.2625) is to make Federal agencies more sensitive to the competitive implica
tions of their activities. Regulatory agencies have been criticized repeatedly
by businessmen throughout the country for their inability to respond to
changing economic, social and technological conditions. S.2625 is a reintroduc
tion of the Competitive Improvements Act which was approved by the Judiciary
Committee in the 94th Congress but did not make it to the floor for action
before the close of that Congress.
LABOR, DEPARTMENT OF
The pension reform law was cited as the cause of a significant number of terminations
of single employer defined benefit pension plans in the last three years during
hearings held by the House Select Committee on Aging Subcommittee on Retirement
Income and Employment on 2/27/78. Representatives of the Labor Department,
the Internal Revenue Service, the Pension Benefit Guaranty Corporation, and the
General Accounting Office testified on the state of private pension plans after
the passage of ERISA. A sampling of recent pension plan terminations conducted
by GAO found that 35% of the respondents said ERISA was a major reason for
their termination. Francis X. Burkhardt, Assistant Labor Secretary for LaborManagement Relations stated his department plans to issue all major regulations
necessary for complying with ERISA in 1978. IRS Assistant Commissioner for
Employee Plans, Alvin D. Lurie, said the IRS has tried to help pre-ERISA plans
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adapt to the pension reform law in the past and is expected to make legislative
recommendations to further help small pension plans comply with ERISA.
SECURITIES AND EXCHANGE COMMISSION
The Justice Department has urged the SEC to postpone the adoption of a uniform
accounting standard for oil and gas producers. The Justice Department wants
the SEC to delay any action until the Commission can demonstrate that such a
uniform standard would provide more accurate information to investors and would
not hurt competition in the industry. At present, oil and gas producers are
allowed to use either the "successful efforts" or the "full cost" method of ac
counting. John Shenefield, Assistant Attorney General in charge of the Anti
trust Division, stated that if the "successful efforts" method can be demon
strated to provide more useful information to investors, the adoption of a
uniform "successful efforts" standard would not be anticompetitive.
TREASURY, DEPARTMENT OF
The Partnership Level Audit Proposal, a review of IRS Audit Efficiency, and a pilot
program to provide low-fee legal services to taxpayers in audit appeals and
collections, are some of the items on the agenda for the next meeting of the
IRS Commissioner's Advisory Group to be held on 3/14/78 and 3/15/78 in Washing
ton. The meeting, which will be open to the public, begins at 10 a.m. in Roo m
3313 of the IRS Building. After the committee members finish discussing the
items on the agenda, there may be time for statements by non-members. Those
wishing to speak or to submit a written statement should contact Lauralee A.
Mathews at 202/566-4390.
Employers need not withhold taxes on lunch money they give to employees according
to the Supreme Court ruling in Central Illinois Public Service Company v.
United States. The decision reverses a lower court ruling that held payments
for lunch expenses to workers who aren’t traveling overnight, constitute wages
for withholding purposes. The Supreme Court concluded that although lunch
reimbursements constitute income to the employee, the reimbursements were not
subject to withholding by the employer. According to the decision, Congress
could subject lunch reimbursements to withholding by expanding the definition
of wages for withholding. The ruling is expected to relieve employers in almost
300 pending cases from making retroactive tax payments of almost $11 million to
the IRS.
The Federal Tax Division of the AICPA has just released a report entitled "Proposal
for Complete Revision of Subchapter S Corporation Provisions". The report
includes recommendations on stock ownership and size test rules including the
repeal of the total number of shareholders. Other recommendations are made
relative to the election and consent procedures, the passive investment income
limitation, foreign source receipts and shareholder reporting.
Anyone wishing to receive one free copy of the "Proposal" may do so by
contacting the AICPA Washington office prior bo 3/15/78 and requesting Document
2-1. Telephone requests are encouraged and should be directed to 202/8728190, extension 47.
A study entitled "Impact on Trade of Changes in Taxation of U.S. Citizens Employed
Overseas" has been issued by the GAO. Changes in the tax code made by the Tax
Reform Act of 1976 as well as recent U.S. Tax Court decisions have substantially
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increased the tax liability of citizens employed abroad. The GAO study investi
gates the potential impact of these changes on the U.S. economy by focusing on
such factors as the gross national product, exports and employment opportunities.
Copies of the report are available from the GAO for $1.00 per copy (S/N ID-78-13).
A meeting of the Treasury Small Business Advisory Committee will be held on 3/20
and 3/21/78 in Washington. The Committee’s three subcommittee groups will meet
on 3/20 and the full c o m mittee will meet on 3/21/78. The Subcommittee on
Capital Formation will address such issues as SBC regulation and government
assistance programs affecting small business. The Tax Policy Subcommittee will
focus on the impact of tax policies affecting the small business sector. The
Tax Administration Subcommittee will discuss compliance, Federal tax deposit
procedures and the effect of ERISA on small business. The full committee will
then discuss the reports and recommendations of the subcommittees on 3/21/78.
The meeting is open to the public and persons interested in attending or
making a public statement are asked to call 202/566-5487 by 3/16/78.
"US Tax Aspects of Doing Business -Abroad” by Michael L Moore, CPA and Ronald N.
Bagley, CPA has just been released by the Federal Tax Division of the AICPA.
This study is a practical guide that explains the applicable laws and regula
tions for U.S. corporations and individuals doing business or working abroad.
Copies of the study may be purchased from the AICPA Order Department, 1211
Avenue of the Americas, New York, New York 10036. The price of the book is
$12.00 to non-AICPA members and $9.60 to members.
SPECIAL:

MOSS HEARINGS RESUME

The Oversight and Investigations Subcommittee held its fourth and final day of
hearings on the accounting profession’s efforts at self-regulation on 3/3/78.
Appearing were all five of the members of the Securities and Exchange Commis
sion.
Chairman Moss in his opening remarks summarized the previous three days
of testimony and went on to say that as a result of the disclosures (of those
witnesses) " . . . the Chair is both disappointed and dissatisfied with the
self-regulatory program of the AICPA." He added that he was not satisfied with
the SEC’s unconstrained "wait and see" attitude without any positive, wellplanned alternative should the AICPA plan fail.
In response, SEC Chairman Williams stated that all the Commissioners
concur in the belief that the accounting profession should have a reasonable
opportunity to achieve effective self-regulation on its own. He added that if
the profession cannot satisfy its obligation to police its members, "we are
committed to taking further steps to assure the maintenance of high quality
control standards for audits, including, if necessary, recommending legislative
action," He reaffirmed, however, the earlier Commission view that legislation
at this point would be premature.
After extensive questioning by m embers and staff of the Oversight and
Investigations Subcommittee, Mr. Moss indicated that he intends to issue a
report of the Subcommittee’s findings and conclusions. It is anticipated
that the report may be released shortly.
In a concluding remark, while discussing the composition of the executive
committee of the SEC Practice Section, Chairman Moss indicated that legislation
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could very well be needed to cure the problem of "perpetual control by a
minority of CPA firms" of the committee. At the same time, Mr. Moss suggested
that there might be "other areas" requiring legislation to assure the integrity
and performance of CPAs.

Editor’s note: Subscribers to the Washington Report are reminded that the deadline
for renewing subscriptions is 3/15/78 After that date, all those who have not paid
for the new subscription year will be dropped from our mailing list.
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